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INTRODUCTION
Across the social sciences, there is a sizeable literature concerned with power in economic activity. Work within economics and business studies has engaged at length with, for example, the market power possessed by firms (Berry et al 1999; Perloff et al 2007) , transactional power (Bowles et al 1998; 2006; Diez-Viall 2007) This paper seeks to build on this developing literature by focusing on how the spatiality of power relations in economic practice are constituted through different forms of proximity. The goal is to conceptualise how the nature of proximity between firms, individuals and groups of actors mediates the practices of power enrolled in economic activity. In particular, we argue that different forms of proximity shape the nature and agency of empowered actors in the economy, and that to better understand how power relations affect economic outcomes in the contemporary world there is a need to more effectively engage with the specific spatial forms of power relationships. Furthermore, and contrary to the hegemonic conception of power in socio-economic thinking as a property held by or inherent in entities, markets or processes, we further contend that a framework which seeks to capture the spatial configuration of power between economic actors will produce greater insight into the dynamism of economic These arguments are developed by presenting research into a specific case study industry in one region: private equity in the UK economy. This sector provides medium to long-term finance in return for an equity stake in potentially high growth unquoted companies, and (in the UK) it also provides funding to growing unquoted 2 companies. Private equity firms themselves usually operate by setting up funds or partnerships, often with a fixed time horizon, and sometimes with a particular target group of investors. The industry has been the subject of research across management studies and economic geography ( Based on research into the nature of power, trust and knowledge in this UK industry, we develop three interrelated propositions about how the spatiality of power relations shapes economic outcomes within industry clusters or regional economies. First, we suggest that the development of proximity is a crucial factor in shaping the development of inter-firm power relationships. Proximity influences the capacity of actors to act, as well as representing a key medium through which to exercise power. Second, we contend that proximity needs to be conceptualized in multi-dimensional terms which include -but go beyond -the  6  concept of physical proximity as co-presence. In this sense, the spatial configuration of power relationships are constituted though multiple forms of proximity including, for example, cultural, virtual and organizational proximity between firms and actors. However, and third, whilst the nature of proximity through which power relations are mediated is multi-dimensional, we suggest that physical proximity in the form of face-to-face interaction corresponds to the most significant set of practices which are instrumental in fostering other forms of proximity.
The remainder of the paper is organized to elaborate these theoretical arguments concerning spatiality of power relations in economic activity through an analysis of our private equity case study. The next section begins by briefly outlining existing geographical approaches for conceptualizing the spatiality of power relations. The third section then sets out a series of arguments in depth as to how the spatial configuration of power relations within industry clusters or regional economies might be conceptualised, and proposes a theoretical framework for understanding how proximity is important in shaping power relations in economic practices. Thereafter, section four provides an overview of the UK private equity industry case-study before we present our research findings in the fifth section. We divide the discussion here around four major strands to the research findings concerned with the way in which different forms of proximity are intrinsically bound into the practices of power within private equity investment relationships. Finally, the sixth section draws together a number of conclusions about the wider implications of our findings for theoretical debates concerning the spatiality of power relations in business activity.
2) GEOGRAPHICAL APPROACHES TO POWER
At the broadest level, power can be taken simply to mean 'the ability to achieve certain ends '. Johnston (2000) argues, in seeking to define it, that whilst 'an absolute concept', it is often used as a synonym for influence, and that it refers to a property of inter-personal or inter-group relations. Yet the issue of definition First, there is a broadly relational typology for thinking about the spatiality of power. John Allen (1997; 2003) provides the key contribution in this respect.
Drawing on classical sociology, he argues that there is a need to understand power as an inscribed capacity. This is power conceived as a possession which is held by an individual, a group or an organization and which is inherent to a certain position they occupy within a network. This concept of power is of 'the potential to control, command or direct the actions of others which may or may not be exercised. However, when it is exercised, how and why is contingent on the particular circumstances. He also suggests power can be conceived as a resource which is equivalent to the power 'to do' something rather than the power 'over' people or things, and that it also needs to be understood as strategy, practice and technique.
Allen also makes extensive use of Lukes (1974: 16-29) who differentiates between 'one' 'two' and 'three' dimensional views of power. A one-dimensional view involves 'a focus on behaviour in the making of decisions on issues over which there is an observable conflict of (subjective) interests, seen as express policy preferences, revealed by political participation'. His two-dimensional conception of power adds to this idea of power in decision-making, agendasetting and the role of institutions and informal influence. Finally, threedimensional power includes aspects of the first two dimensions but also sees power as shaping preferences via values and norms, and ideologies, and as being intrinsic in all forms of social interaction (c.f. Massey 1998).
This latter point draws on a second strand of post-modern and poststructuralist thought. Central to this is the work of Michel Foucault (1980) who contends that power is the central force between actors who dominate, on one side of the relationship, and actors who resist on the other. The core of Foucault's view of power is that 'power relations are both intentional and nonsubjective'. This means that if 'in fact they are intelligible' then this is 'not  8  because they are the effect of another instance that "explains" them', but rather because they are 'imbued, through and through, with calculation'. The implication is that there is no power that is exercised without a series of aims and objectives' (Foucault 1984: 94 -95) . However, Foucaultian conceptions of power are not uncontroversial. McNay (1992) summaries much of the critique when she suggests that Foucault 'tends to depict power as a centralised, monolithic force with an inexorable and repressive grip on its subjects' (ibid.: 39).
Third, and related, Foucaultian conceptions of power have, furthermore, strongly influenced actor-network theories (ANT). ANT conceptualises power as an emergent property of an actor-network comprised of multiple associations between human and non-human 'agents'. Latour (1997; 2005) , in particular, has developed an ANT perspective which seeks to trace the multiple associations that produce the capacity to exercise power. ANT thus starts from the premise that 'power and domination have to be produced, made up, composed ' (ibid.: 64) , and that the notion of a social force (i.e. power in societal structures) needs to be replaced 'either by short-lived interactions or by new associations'. For Latour, structuralist and modernist epistemologies see power in social structures and society, whereas power in fact needs to be seen as a consequence of the ceaseless renegotiation of relations. Geographical thinking has taken up the ANT challenge that explanations of power and domination thus need to shift away from structures, social laws or rules, and examine the relational practices of constantly renegotiated associations between actors that enable power to be enacted at any given moment. Yeung (2005) argues that the so-called 'relational turn' in economic geography has a missing link: its conceptualisation of power practised through relationality.
3) POWER, PROXIMITY AND THE SPATIALITY OF ECONOMIC

PRACTICES
He argues that 'we need not only unpack what power is in relational terms', but also 'to demonstrate how heterogeneous configurations of power relations (i.e.
 9  relational geometries) can generate certain relational effects and spatial tendencies that account for concrete economic change' (ibid.: 43).
Building on Yeung, our argument is that relational conceptions of power need to engage with the spatial configuration of the different kinds of power relations that economic actors are constituted within (and between) national and regional economic spaces. The reason is based on the proposition that theorising the spatialities of the practices that constitute power relationships -manifest as specific power-geometries in a given industry cluster or region -are instrumental in shaping the ongoing success (or failure) of firms and industries. In the contemporary global economy, the specific power-geometries in which a given industry cluster is embedded are constituted through a complex array of both 'local' and 'place-based' but also (increasingly) 'trans-local' relations (c.f. Dicken Research has begun to examine how face-to-face interaction is achieved in an increasingly integrated global space economy, and also indicates that face-to-face interaction represents the most important form of proximity in the spatial configuration of power relationships within which firms and industries are embedded (Jones 2007; Faulconbridge 2008) . We suggest that better theorisations of how face-to-face interactions constitute inter-firm power relations will provide more conceptual traction on understanding how power impacts on industry and cluster success or failure.
 11  Third, both of the preceding propositions provide the basis for a further contention concerned with the degree to which power relationships can be usefully understood to be 'embedded' in territorally-defined regional economies.
A substantial literature concerned with 'embeddedness' has sought to examine how economic activity is constituted in place through a complex array of different kinds of social, cultural and institutional contexts. In particular, an ongoing issue remains the spatial form of these different relations that industry clusters are constituted through, and the interaction of local-embeddedness with translocal linkage (c.f. Hess 2004; Jones 2008). Our suggestion is that power needs to be understood through a similar conceptual lens insofar as it is partially an emergent phenomenon derived from the embeddedness of firms in demarcated 'local' contexts, but equally in the contemporary era is constituted through translocal spaces that 'perforate' the regional, national economies or supranational scales (c.f. Amin 2002). The balance between these constitutive aspects of power in industry clusters thus needs to be a key object of enquiry in developing more effective theories of power in economic activity.
In conjunction with these specific propositions concerning the nature of power in industry clusters and regional economies, we want to propose four dimensions around which to conceptualise the qualities of power relationships that exhibit differential spatial forms. In the case of each dimension, we suggest that within industry clusters success or failure in attempts at exercising power by firms is mediated and heavily influenced by the nature of proximity, the capacity and practices of co-presence (face-to-face interaction) and the nature of the institutional and cultural context in which an industry is embedded.
The first is the strength of power relationships. This refers to the degree of power, both in terms of the capacity to influence and the exercise of that capacity through spatially-constituted practice within and between firms. Our suggestion is that the strength of power is shaped by spatialities of the relational networks (from an ANT perspective) that firms or other actors are enrolled within. Spatial configurations of relations are important in determining how strongly empowered actors are to act. Second, and related, is the symmetry of any  12  given power relationship within and between individuals, groups and firms.
Rarely is power symmetrical and as a consequence asymmetrical power relations prevail within networks of business relations (Taylor 2000) . For Taylor (1995), unequal power within business relationships has been ascribed to the control of resources with the most powerful business enterprises exercising influence over subservient business partners. We suggest, however, that the nature of power symmetries within an industry cluster is intrinsically spatial, and that conceptualising the nature of this spatiality and how power asymmetries develop will provide greater insight into its role in shaping economic outcomes.
Third, drawing on Allen and others, we suggest that the type of a power relationship needs to be theorised. As Allen and others have differentiated, there are multiple types of power spanning a range of types of social relationship and/or interaction. These include, for example, power as domination, as an enabler or as manipulation. However, Allen does not engage with how the spatiality of relationships or social interactions affects which type of power exists and / or is important. In the context of industry clusters or regions, we contend that the spatialities constitute different types of power which influence the nature of economic outcomes differently, and are likely to be prevalent to different degrees in various economic relationships.
Fourth, and finally, we propose that the purpose of power is also conceptualised. Again, and as Allen (2003) elaborates at some length, the practices of exercising power in (economic) activity are thus likely to cover a range of potentially very different purposes in their enactment. Again, however, we contend that the purpose to which power is deployed is constituted through and shaped by the spatial configuration of practices undertaken in a given industry cluster or region.
This multi-dimensional framework for theorising the spatial form of power practices in economic relations aims to represent a better approach for understanding how power relations affect economic success or failure at the level of firms and regions. Its goal is to develop a sophisticated epistemological basis for conceptualising the diverse and complex forms of power which are central to  13  business activity, and their equally complex relationship with firm or regional economic success or failure. In order to illustrate the use of such an approach, we now turn to empirical research into the spatiality of power practices within an industry cluster with a specific form of geographical and historical embeddedness -the UK-based private equity industry.
4) THE UK PRIVATE EQUITY INDUSTRY
The term 'private equity' refers to 'medium to long-term finance provided in return for an equity stake in an unquoted company (BCVA 2004) . It is used synonymously in the UK with the term 'venture capital', although in the US the latter refers only to investments in early stage and expanding companies (ibid.).
Private equity firms usually operate by setting up funds or partnerships, often with a fixed time horizon, and sometimes with a particular target group of investors. In Academic research into the industry has emerged across the areas of corporate finance, economics, management science, sociology and latterly economic geography (Cohen and Levinthal, 1990; Gompers, 1995; Cable and Shane, 1997; Sweeting and Wong, 1997; Brander et al, 2002; Mason and Harrison, 2002; Babcock-Lumish 2005) . However, the private equity market has  15  been fast moving and the literature has struggled to recognise emerging trends.
We would emphasise two. The first has been the need for private equity firms to differentiate themselves in order to firstly attract capital, and furthermore, to recycle investment funds in a continual stream of business ventures and other opportunities. The second is the growing need for the ability of private equity firms to attract business opportunities and in particular talented management teams. Without this ability to attract quality managers and investment opportunities, private equity firms would fail to satisfy their investors through a lack of adequate investment returns. Since the 1990s UK private equity has thus become increasingly a 'people business' where mutual cooperation and trust, between investor and investee management team, is critical to success in this highly competitive corner of the corporate finance industry. In adapting to this change, research into private equity firms has thus become increasingly interested The following discussion divides our analysis of the spatiality of power relations in the UK private equity industry around four key aspects of the investment process. Whilst our theoretical propositions apply to all of these aspects, we will argue that the different 'dimensions' to power relationships have varying significance between different aspects of private equity investment practice.
Proximity and Power Asymmetry in the Pre-Acquisition Phase
The 'pre-acquisition' phase of private equity investment practice is characterised  17  Three key findings emerge in relation to how proximity mediates and shapes this power asymmetry.
First, the research suggests that the degree of proximity (in a variety of forms) between a private equity firm and an investee firm shapes the balance of power (the strength and symmetry of power) between the two prior to acquisition.
This stems from the fact that whilst vital information about the company for sale is clearly essential to the investment appraisal decision, the private equity firms' power to extract this information from secondary sources is limited:
"[Pre-acquisition information is]…of poor quality and partial with decreasing ethics and information disclosure." (Partner, Euro private equity firm #2)
"There is a growing tendency for management teams to keep back material facts during the due diligence -if something is discovered just prior to the deal being signed we walk away. But the danger is that you have got so far down the track and invested so much money that you just stick with it."
(Partner, Euro private equity firm #6)
Lack of knowledge about an investee firm combined with the scope for management to conceal disadvantageous information means that private equity firms occupy a relatively disempowered position with regard to information access and ownership ahead of acquiring a firm. The research suggests that private equity firms use physical proximity between employees (face-to-face interaction) as a strategic practice to address this problem: Many respondents stated that subjective evaluation techniques based around greater proximity between investor and investee firms are increasingly important in private equity investments because of a range of problems that occur in the preacquisition phase and the inadequacy of quantitative 'due diligence' practices carried out 'at distance' and without direct contact between employees.
Second, and following on, the research suggests that the nature of proximity that private equity firms are seeking to promulgate are multi-dimensional, involving both working practices and organizational culture. Respondents suggested that physical proximity (in the guise of face-to-face interaction) is crucial to generating these further forms of proximity. As is well established in the literature on face-to-face interaction in other knowledge intensive industries 
"We try and get to know them during the deal formation. Of number one importance is personality -entrepreneurial attitude, vision, business growth are all key attributes -followed by experience."
(Partner, international pharmaceutical private equity firm) However, and furthermore, the research suggests that prolonged periods of physical proximity between employees on both sides of the deal are important in developing the degree of cultural proximity -in terms of working practices, values and in depth knowledge of the investee firm employees -that produces a successful acquisition:
"You have to be able to get on with each other because you are working frantically together to get the deal done. This can often mean working late into the night and having pizzas delivered to the office. It is not unusual to work all through the night when the deal is closing. This is a high pressure situation which requires there to be a good working relationship in place, otherwise we just couldn't reach closure."
(Investment Manager, UK private equity firm #1) Face-to-face interaction thus enables the development of socio-cultural proximity between employee actors that empowers the private equity firm with a greater capacity to act in the pre-acquisition phase.
Third, in light of the role for physical co-presence in the deal-making process, the physical distance between the private equity firms (all of which were London-based) and the investee firms is significant. Where investee firms were located out of the south-east of England, the research suggests private equity firms used both employee travel and technology to facilitate proximity. For example, one respondent reported how a private equity firm had imposed the use of ICT to generate virtual proximity where the level of face-to-face interaction achieved at the European scale through business travel was felt to be insufficient: Fourth, and finally with respect to the pre-acquisition phase, developing proximity to an investor firm is a key method by which private equity firms can assess the risk involved with an investment. Given the perceived inadequacy of secondary research practices for 'due diligence', the process of assessing risk in the pre-acquisition phase is becoming increasingly reliant on face-to-face interaction:
"Pre-acquisition usually involves working closely with the management team to build trust and also to conduct detailed due diligence on the business plan…this is important for us in assessing the risks we will encounter"
(Director, UK technology private equity firm #1)
"We try to use contracts to limit risk as much as possible -but there is still a gap. We try to get to know the management team through some socialising…"
(Analyst, UK technology private equity firm #3) Nevertheless, the scope for these proximity strategies to assess risk remains within limits and the research suggests overall that it remained common for due diligence studies to assume 'unethical' behaviour by the vendor. One private equity firm Partner, for example, referred to three recent cases of 'non-disclosure  21  of material facts by vendors' during the deal formation process. It is only after the deal has been completed -post-acquisition -that the veracity and quality of information available to investor firms about the risks involved improves. And this is to do with a significant shift in the balance of power post-acquisition, to which we now turn.
5.2
The role of increasing proximity in shifting the balance of power postacquisition
The post-acquisition phase is characterised by a dramatic shift in the balance of power relations towards the private equity firm. There is also a shift in the type and purpose of power from a more manipulative form to one of domination. This However, the research suggests that achieving this kind of socio-cultural and organizational proximity between investor and investee firm is not always possible. We now therefore turn to examine the role of these forms of proximity in how private equity firms manage investee firms post-acquisition in more depth.
5.3
Socio-cultural proximity and the management of performance in the investment relationship
Despite the reversal and empowered position of private equity firms postacquisition, the research suggests that the investor's power bias needs to be and is used sparingly when portfolio companies fail to perform. The proximity strategies discussed thus far are used to increase the capacity of investor firms to exercise power, rather than necessarily being widely bound in to practices of exercising it.
 24  However, we suggest that the development of socio-cultural and organizational proximity between investor and investee becomes increasingly important over time post-acquisition, and the degree to which these kinds of proximity develop strongly influences what kind of practices private equity firms take in order to manage the performance of the investee firm.
Three findings are important in relation to this argument. First, whilst trust was first created through an appraisal of an investee manager's 'track record', respondents in private equity firms suggested that the key attributes they sought in management were ones that could only be assessed through extended periods of face-to-face interaction and co-presence: Second, private equity investors select investee firms in part based on their track record with the intention that they will replicate a high level of performance and business results in the new company. The private equity firm is looking to 'trust' the investee management to deliver superior performance. The consequence of this is that the whole area of management performance becomes subject to an ongoing process of scrutiny around the criteria identified above. The research indicates that this picture of ongoing performance is constructed through frequent and 'rich' co-presence, to the point that employees from the private equity firm and the investee firm are working very closely together: Where a high degree of socio-cultural and organizational proximity develops, as these respondents suggest, then the performance management is broadly consensual and the private equity firm -whilst building its capacity to wield power over the investee firm's operation -exercises only limited day-to-day influence.
However, and third, the interviews also indicate that increasing sociocultural and organisational proximity also presents a heightened degree of risk for the investee firms' management. Greater proximity means that the investor firm has more accurate and extensive knowledge about the investee firms' operations and the working practices of management. In contrast to an earlier period in this industry when this relationship was characterised by less proximity, we would argue there is thus an increased likelihood of the relationship becoming problematic. Respondents suggested if the performance of investee managers (as mediated through increasing socio-cultural proximity between investor and investee firms) becomes mis-aligned with investor's expectations, then private equity firms have the capacity to wield power as domination.
One respondent described the variation in the dynamic of this relationship: Overall the research suggests that the tendency for private equity firm actors is to believe that their trust in the management has been contravened when investee management fail to deliver expected results. This failure of trust we suggest is a phenomenon strongly mediated through the nature of socio-cultural and organizational proximity that develops through the post-acquisition phase of the investment process. However, the research also suggests that the circumstances that lead to such an understanding of investee under-performance are complex, and whether this leads to the exercise of more significant forms of power as domination by private equity firms is bound into the dynamics of physical copresence between actors. We therefore turn now to explore this final aspect of the interaction between power and proximity through the investment process in depth.
 27 
5.4
The role of proximity in constructing investee 'under-performance'
According to Clegg and Wilson (1991) , manager-employee theorisations of power/trust relations can be highly variegated from high trust/high discretion configurations down to the low trust/low discretion configuration which is conducive to a 'vicious cycle of control ' (c.f. Clegg and Dunkerley, 1980) . A parallel can be drawn between manager-employee and the investor-investee relationships we are considering in the private equity industry in that where there is trust and understanding there is discretion to permit management to run the business in the best interests of all stakeholders. However, the research suggests that once the investor firm perceives the management of the investee firm to be under-performing, then relationships correspond to a low trust/low discretion arena where private equity investors look to interfere as soon as possible. Our argument is that different forms of proximity are central to the work practices that lead to the development of perceived 'under-performance' (see also Watson et al 2003) . Three major findings emerge from the research in this respect.
First, as time passes in the aftermath of acquisition, the nature of proximity between investor and investee firms is important in shaping how key actors in private equity firms understand the performance of the firm. As the discussion suggests, greater socio-cultural proximity between investor and investee is often a Overall, to a considerable extent, 'under-performance' is a subjective viewpoint based around expectations by the investor firm (and potentially institutional investors for whom the private equity firm is acting as an intermediary) rather than an absolute benchmark of profitability, growth or market metrics. In this respect, private equity firms are reliant on strategies of developing proximity in order to assess and actively construct an understanding of performance and underperformance.
6) CONCLUSION
Our key contention in this paper has been that much social scientific thinking has neglected the issue of the spatial configuration of power, often restricting its analysis to an epistemological framework that conceptualises power as 'spaceless' and a property of actors, entities or processes. And whilst economic geographical thinking has recently renewed its interest in the spatiality of power relationships between economic entities, we have argued much more analysis of this issue is likely to produce a better and more effective understanding of how  31  the spatiality of power relationships shape economic outcomes in the contemporary global economy.
This proposition of course opens up a wide field of potential theorisation and research, and the specific concern of this paper has been one particular aspect of the spatial configuration of power in the economy: the nature and role of different forms of proximity in constituting power relationships between firms within a regional economy or cluster. In presenting research into the UK private equity industry, we examined a sector where power practices are a central and evident aspect of day-to-day business activity. Such a case study is therefore useful in illustrating the wider applicability of the arguments developed because of the explicit nature of these power practices in this industry. We end therefore with four broad conclusions which we contend have wider relevance for understanding the way in which different forms of proximity mediate the nature of power relations in industry clusters or regional economies.
First, the UK private equity case demonstrates the utility of seeking to conceptualise proximity between economic actors in regional economies or clusters, not only for better understanding how power relations influence that nature of economic development, but also more generally for providing an indepth analysis of how social relations and intra or inter-actor contact networks which have been increasingly emphasized in recent thinking (Gertler 2004; Yeung 2005) are manifest spatially.
Second, and following on, this conception of space is of course more than simply a physical and territorial one, since the research presented in this paper also demonstrates how proximity needs to be conceptualized as multidimensional. The research suggests that economic practices within and beyond regional economies involve actors becoming 'closer' or 'more distant' over time in a variety of ways that are bound into firm and industry development. The dynamism of these different forms of proximity is also not accidental, but in fact quite often the product of deliberate strategic practices related to economic goals.
The private equity firms considered here actively seek to develop proximity to their potential investees as a means of rich information gathering, assessing the Third, and in relation to the specific issue of power, the analysis in this paper opens up a series of questions and fruitful avenues for understanding both what kinds of power exist between economic actors in a space economy and how spatiality shapes the nature of that power both as capacity and when exercised.
This we contend is an important and innovative direction for research into power in economic activity to take since most of the current social scientific literature seeks to examine power at a much wider resolution than at the level of individual economic actors (be they firms or even the key individuals within firms). Whilst analysis of power within markets or economic processes is undoubtedly worthwhile, we suggest that analysis of power relations at the inter-and intra-firm level can shed significant insight into economic success or failure but remains relatively unexplored.
Finally, whilst the nature and spatial configuration of the power relations examined in this paper's case study industry may be more pronounced than in other sectors or industry clusters, we would emphasise that the broader characteristics of private equity activity shares many similarities with other financial and business service industries. What we would argue is clear from the research findings is how significant the power of actors is to knowledge-intensive business service activity. Given the primacy that other business service sectors are argued to have in the global informational economy -notably in relation to regional economic success and /or wealth generation (Bryson et al 2006) -we therefore argue that economic geographical research concerned with business service clusters and agglomeration should direct much greater analysis to the role played by the interaction between power and proximity in producing specific economic outcomes for such clusters. As Allen (2010) points out, for example, in  33  the aftermath of the 2007-9 downturn, the future success or failure of financial services in London may be much more to do with the outcomes of specific power interactions between firms, institutions and other economic actors than with the operation of global markets or abstract processes of competition. We suggest that this paper has thus provided some basis for developing an economic geographical approach in such an industry cluster that can offer some theoretical traction to tackle such an issue.
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